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BOLIVIA: KEY ECONOMIC INDICATORS 
(Values in US$ - millions) 
% Change 


1982 1983 1984 1984/83 
(1)Exchange Rates (Pesos per US$) 


Exchange Rate (Year End) 196 500 9,000 -94.4 
Exchange Rate (Year Average) 64 230 1,704 -86.5 


(5)National Accounts , (2)Employment 
GDP-real, at prices 677 626 607 
GDP-real per capita 114 103 97 
GDP-nominal 3,121 3,370 3,400 


GDP-nominal per capita 529 552 540 
Unemployment rate (%) 9.8 11,3 nas 


Industrial Production 

(3) Natural Gas (value) 774.1 762.1 741. 
(3) Natural Gas (MCF) 187,877 178,059 173,210 
(3) Crude Petroleum (value) 305.4 263.3 247. 
(3) Crude Petroleum (1,000 bls) 8,918 8,100 7,621 
(4) Tin (value) 278.3 207.9 185. 
(4) Tin (metric tons) 26,773 25,278 19,170 
(4) Other Minerals (value) 141.0 179.4 136. 
(2) Electricity (MKWH) 1,677,717 1,680,000 1,780,641 
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(1)Finance, Money (2) and Prices 
Money Supply-M1l 
(millions of pesos) 56,558 175,124 3,484,227 
Consumer Price Index - 


% increase 296.6 328.5 Spk¥ ia 


Trade and Balance of Payments 

(2) Total Exports (cif) 898.1 817.9 801 
(2) Exports to U.S. (fob) 260.5 192.1 N 
(2) Exports to U.S., % of total 29.0 23.9 N 
(3) Exports of Natural Gas 381.6 378.2 375 
(4) Exports of Tin 278.3 207.9 247. 
(4) Exports of other minerals 141.0 139.4 115 
(2) Total Imports (CIF) 554.1 533.3 498. 
(2) Imports from U.S. 163.5 149.4 N 
(2) Imports from U.S. % of Total 29.5 28.1 N 
(1) Current Account Balance (net chg) -175.8 -149.8 -251 
(1) Capital Account Balance (net chg) -324.0 -515.8 -372 
(1) Balance of Payments (net change) -456.4 -579.4 -624 

Central Bank Foreign Exchange 

(1) Gross Reserves L%.3 110.4 79 
(1) Central Bank net reserves -328.3 -47.7 -72. 
(1) External Public Debt 2,458.5 aaa7t 3,317. 
(1) Debt Service Ratio (actual pmts) 29.1 37.2 45.4 

(2) Debt Service Ratio (actual debt) 81.4 98.4 148.9 - 
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(*) Does not include approximately million of private sector externa 
debt. 


SOURCES 

(1) Central Bank 

(2) National Statistics Institute 

(3) Bolivian National Petroleum Company (YPFB) 


(4) Ministry of Mining and Metalurgy 
(5) IMF 





INTRODUCTION AND OVERVIEW 


After 18 years of military rule the return to constitutional government in 
October of 1982, headed by President Hernan Siles Zuazo, brought hope of 
improvement to a situation of chronic political and economic instability and 
deterioration. Although the fragile Bolivian democracy has been preserved, 
the present government has presided over an economic decline which has 
produced three consecutive years of falling gross domestic product (GDP) and 
the highest rate of inflation in the world. The natural disasters of drought 
in the highlands and flooding in the lowlands in early 1983 accelerated and 
aggravated an already difficult situation. Because of social unrest, 
reflected in an ever increasing number of sectorial and general strikes, 
President Siles decided to call elections in July of 1985, a year in advance 
of the scheduled end of his term of office. In February of this year the 
Siles Government took a series of economic measures which included a 
devaluation of the peso by 80 percent and increases in the prices of 
controlled essential items ranging from 300 to 500 percent. This was the 
sixth of a series of economic packages, none of which has been followed by the 
necessary ongoing adjustments. With the new government not scheduled to take 
office until August, 1985 will be another year of economic stagnation. 


THE DOMESTIC ECONOMY 


For the past several years, the Bolivian economy has been in a state of severe 
recession. In 1984 the economy continued its downward trend with GDP 
estimated to have declined by 3.7 percent. Thus, per capita income in Bolivia 
has fallen for the fifth consecutive year. Having already experienced 16 days 
of economic paralysis in March of this year because of a general strike, there 
are no signs that a reversal of the negative growth trend may be imminent. 
Although agricultural and livestock production, which grew by 15.3 and 6.2 
percent respectively, recovered partially from a disastrous fall in production 
(-34.8 percent and -10.0 percent) occasioned by the floods and drought in 
1983, there were no other sectors of any importance which achieved a 
reasonable growth rate with the exception of government services which 
registered a positive growth rate of 4.5 percent. Plagued by strikes 
throughout the year, industrial production declined by 22.4 percent and now 
accounts for only 11.9 percent of GDP compared to 14.7 percent in 1980. With 
continued management problems at the Government Mining Corporation (COMIBOL), 
unavailability of foreign exchange to import replacement parts for aging 
machinery, and the lack of export incentive for private mining companies 
because of the overvalued peso, the mining sector recorded its third 
consecutive negative growth rate with production falling by 15.6 percent in 
1984. Reflecting the generally depressed economic situation, construction and 
public works also declined by 15.6 percent, and gross fixed capital formation 
fell for the third consecutive year, this time by 11.8 percent. 
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In April 1984, the Government made an attempt to arrest the economic 
decline by devaluing the peso ty 75 percent to 2,000 per U.S. dollar, 
increasing domestic petroleum prices by an average of 400 percent, and 
reducing subsidies on consumer products. These measures were not followed 
by further essential adjustments until November when the peso was again 
devalued by 78 percent to 9,000 per U.S. do?lar together with substantial 
increases in energy, transport and food prices. However, the measures were 
offset by a 655 percent increase in the minimum wage which produced an 
average increase in wages of 300 percent. This not only aggravated a 
serious fiscal deficit problem but also substantially increased the already 
soaring inflation rate. 


Again in February the Government devalued the peso to 45,000 per U.S. 
dollar, increased prices on essential items by 300 to 500 percent, and gave 
all employees (government and private) a complementary monthly wage bonus of 
3.1 million pesos which, added to the monthly minimum wage of 935,000, 
provided an effective minimum wage of 4,035,000 pesos (equivalent to $90). 
No further adjustments, however, have been taken through April, and the 
economic slide continues. There is little reason for optimism that economic 
growth and stable prices can be restored during the remainder of 1985. It 
will be up to the new government, scheduled to take office in August of this 
year, to design and implement its own economic stabilization program. 


FISCAL SITUATION 


The contraction in economic activity over the past several years has had a 
devastating impact on public sector financial operations. The magnitude of 
the fiscal deficit has increased dramatically from 6.8 percent of GDP in 
1982 to 23 percent of GDP in 1984. Falling revenues, especially tax 
revenues, has been the major cause of the worsening deficit situation. 
Whereas taxes financed 75 percent of government expenditures in the 1970s, 
by 1984 tax revenues covered less than 15 percent of Central Government 
expenditures. The imposition of exchange controls in 1981 tended to shift 
the composition of imports away from consumer items to capital goods and 
other essential imports, such as food and medicines, which produce little or 
no tariff revenue. Another important cause of declining tax revenues is the 
growth in importance of the underground economy which is estimated to 
account for as much as 50 percent of total economic activity. 


Although recent increases in the prices of domestic petroleum products have 
helped to produce a price structure much closer to the domestic prices of 
other countries, the Government Petroleum Corporation (YPFB) has contributed 
only a fraction of its revenue potential because of traditionally low fixed 
prices. Also, artificially low official exchange rates have contributed to 
the huge operating losses of COMIBOL, the state mining enterprise which 
accounts for 70 percent of Bolivia's mineral production. 
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However, rising Central Government expenditures, which rose from 12.1 
percent of GDP in 1979 to 22 percent in 1984, have also contributed to the 
fiscal deficit. Lack of overall expenditure controls and little attention 
to preparation of budgets (none was published in 1983 and the 1984 budget 
did not come out until November) are principal reasons for failure to 
curtail expenditures while revenues have been falling. Improvement is, 
however, evident in the budget process with a new system of quarterly 
budgets introduced in April of this year. Nevertheless, the forecast of a 
deficit in 1985 equivalent to 84 percent of expenditures and 17 percent of 
GDP indicates that restoration of a sound financial program is not imminent. 


FOREIGN DEBT 


At the end of 1984, according to the Bolivian Central Bank, the Government's 
external public debt amounted to $3.3 billion which includes $72.5 million 
in short term debt. The private sector foreign debt is estimated to amount 
to an additional $560 million. 


Of the $3.3 billion public debt, the Central Government accounts for $2.1 
billion and the public sector enterprises owe $730 million. Among the 
latter, the most important debts are those of YPFB and the National Electric 
Company (ENDE) with $242.1 and $145.6 million respectively. 


The external public debt is divided among creditors as follows: (a) 
multilateral institutions - $836.9 million (26.9 percent of the total); (b) 
bilateral government-to-goverment (including government institutions and 
banks) - $1.3 billion (38.4 percent); and (c) private borrowers - $1.1 
billion (34.2 percent). Among the multilateral institutions, the most 
important creditors include the Inter-American Development Bank ($420.9 
million), the World Bank ($175.5 million) and its soft loan window, the 
International Development Association ($93.7 million). The chief bilateral 
creditors in order of importance are Argentina, United States, Brazil and 
Japan. Private creditors include the consortium of 128 commercial banks 
($681 million), commercial suppliers ($200.6 million), and "other banks" 
($215 million). Although included by the Central Bank among the private 
creditors, the latter figure involves state banks and government-guaranteed 
loans and, thus, should be included under bilateral credits. 


In recent years Bolivia's foreign exchange earnings through exports of goods 
and services have not been sufficient to service the foreign debt and 
arrearages in amortization and interest payments have accumulated. As of 
the end of 1984, total debt service arrearages amounted to $691.8 million 
which included $51.6 million for multilateral institutions, $49.0 for 
bilateral credits, and $640.2 million for private creditors. In fact, no 
interest nor amortization payments to private banks have been made since 
March of 1984. With debt service requirements for this year projected to be 
$568.8 million (in addition to the arrearages noted above) the total would 
amount to approximately 155 percent of anticipated export receipts. Thus 
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there are no prospects in the foreseeable future for repayment of the debt 
to private banks, and a complete rescheduling of foreign debt obligations 
would seem to be the only recourse for Bolivia. 


INFLATION 


According to data published by the National Institute of Statistics, as of 
March 1985 Bolivia's consumer price index (CPI) rose by 8,217 percent over 
the previous 12-month period. During the past six months the CPI has been 
rising at an annual rate of over 38,000 percent. Since 1982 the rapid 
expansion of Central Bank credit to the public sector to cover the chronic 
deficits has created an uncontrolled growth in the money supply resulting in 
hyper-inflation and the rapid depreciation of the peso. Since the end of 
1981 the peso has been devalued officially six times from 24.51 pesos per 
U.S. dollar to 45,000 pesos per dollar. Yet the official rate has 
constantly lagged behind the unofficial or parallel rate which, as of the 
end of April 1985, was 175,000 pesos per dollar. Recently, the peso has 
steadied somewhat, largely because of a slower rate of Central Bank monetary 
emission, and the CPI rose by only 24 percent in March. However, constant 
pressure by the powerful Bolivian Labor Confederation (COB) for higher wages 
will make it difficult to maintain the recent tendency toward stabilization 
of prices and the peso which has depreciated by only 40 percent on the 
parallel market in the last 3 months. Thus, it is virtually certain that 
the inflation rate in 1985 will exceed the 2,177 percent increase in the CPI 
in 1984 and will likely continue at a rate approximating the 8,217 percent 
increase over the past 12 months. 


BALANCE OF PAYMENTS 


An overvalued exchange rate, weak international demand for primary 
materials, and frequent labor disruptions have resulted in declining exports 
in each of the past 4 years. Nevertheless, Bolivia has maintained a 
positive trade balance of approximately $300 million, largely because the 
decrease in foreign exchange earnings has been accompanied by corresponding 
declines in imports during the past three years. The negative balance in 
the current account worsened by $100 million to $251.5 million in 1984, 
primarily because of increased payments for factor services and is forecast 
by the Central bank to rise to $274.2 million in 1985. 


Bolivia's sales of natural gas to Argentina, even theugh declining slightly 
during the past two years, have continued to be a major positive factor in 
the payments balance, amounting to 46.9 percent of total exports in 1984. 
However, in September of last year, Bolivia agreed to accept only 50 percent 
in cash for gas sales, and to apply the remainder of the proceeds to payment 
of the debt to Argentina or to the purchase of Argentine products. This 
will decrease the cash flow of foreign exchange available for imports 
(except from Argentina) and thus, have an unfavorable impact on imports from 
the United States, traditionally Bolivia's most important supplier. 
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Exports of minerals (45.4 percent of the total) are equivalent to natural 
gas sales in importance to Bolivia. Although production declined by 24 
percent in 1984, exports were up by 4.7 percent, utilizing accumulated 
stocks. Taking advantage of low financing costs, mining firms traditionally 
have accumulated stocks and waited for periodic peso devaluations because of 
the chronic overvaluation of the peso. The overvalued exchange rate has 
also hurt non-traditional exports (other than minerals and hydrocarbons) 
which declined by $110 million during the 1980-84 period and now account for 
less than.10 percent of total exports. 


Since 1981, when strict exchange controls were imposed, imports have 
steadily declined, particularly consumer goods, much of which currently 
enters the country unofficially as contraband. Capital goods imports, 
however, actually increased by 29 percent in 1983 to $224 million. As of 
the date of this report complete statistical data on imports during 1984 are 
not yet available. 


Developments in the Capital Account have been dominated by a progressive 
drying up of normal sources of financing, both commercial and official, and 
an increasing reliance on balance of payments support loans, reschedulings, 
deferrals, and arrearages to finance balance of payments deficits. Despite 
the steady deterioration of the economy, net inflows of foreign direct 
investment remained relatively stable until last year, fluctuating between 
$40 million and $50 million per year. However, in 1984 direct investment is 
estimated to have fallen to $7 million because of the uncertain investment 
climate and a reversal of this trend does not appear to be imminent. 


MINERALS AND ENERGY SECTOR 


As indicated above from the standpoint of foreign exchange earnings, 
Bolivia's two major economic sectors are minerals and hydrocarbons. 
However, they account for only 8.8 percent and 6.4 percent of GDP 
respectively. 


During recent years, particularly in 1984, production of almost all minerals 
has decreased for a variety of reasons. Production in 1984 was only about 
75 percent of the 1982 level, and less than 50 percent of the productive 
capacity of the mining sector was utilized during the past year. The 
shortage of foreign exchange and exchange controls has hindered the 
importation of spare parts and new machinery to replace aging equipment. 
Value received in local currency for exports of concentrates or for 
deliveries to the National Smelting Enterprise (ENAF) at the official rate 
of exchange is normally only a fraction of that which would obtain at the 
free or parallel market exchange rate. Labor problems have multiplied with 
328 (1) days lost from 78 strikes in the mining sector in 1984 compared to 


(1) Department of Labor statistics do not distinguish between strike days 
affecting the entire mining sector and those involving only a single mine. 
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only four days lost from two strikes in 1980. As higher grade ore deposits 
are depleted, very little new exploration and investment have been 
undertaken in either the private sector or by the state-owned mining 
corporation (COMIBOL) the country's most important minerals producer. 


Although Bolivia's tin production and exports (68 percent of total minerals 
exports) were not affected by the export controls of the International Tin 
Council, the country dropped from third to fourth place in 1984 in 
production importance as output cecreased by 24.2 percent. Bolivia managed 
to retain its third position in importance among tungsten producers despite 
a drop in production of 16.8 pecent in 1984 to 2,590 tons valued at $19.4 
million. Lead production fell by 34 percent to its lowest level in history 
at 8,023 tons with a value of $3.5 million. Gold production, according to 
official statistics, declined to 1.1 tons valued at $13.0 million. However, 
it is probable that official production reports represent no more than 20 
percent of actual production since gold's high value per ounce makes 
contraband more attractive than is the case with other minerals. 


COMIBOL, which employs about 36 percent of the country's miners, experienced 
another 35 percent drop in production with production of only 12,531 tons of 
tin constituting a historical low. 


A February 1985 decree, which allows medium and small miners to keep 30 
percent and 40 percent respectively of dollar proceeds from sales (rather 
than having to turn in all dollar receipts to the Central Bank) should have 
a favorable impact on minerals production and exports in 1985. However, the 
most important factor governing the health of the mining sector will 
continue to be the Government's exchange rate policy. 


Although progress has been made recently (see Implications for U.S. Trade), 
the vast potential for production of lithium and potassium continues to be 
untapped as the Government has not yet reached the final stage of 
preparations for the development of the salt flats in the high plateau area 
(Altiplano) of Bolivia. 


Although natural gas continues to be the most important Bolivian export 
commodity, production has declined somewhat during the past two years. Lack 
of progress toward agreement with Brazil to supply that vast market has 
discouraged investment in the planned pipe line to Sao Paulo, Brazil as well 
as new explorations which would increase reserves. In fact, Argentina, with 
substantial gas reserves of its own, ultimately could capture the Brazilian 
market while driving increasingly harder bargains for the purchase of 
Bolivian gas. 


Bolivia ceased to export petroleum products after 1983. Although production 
of crude is declining and consumption is rising, the reserves of 158 million 
barrels of crude and lease condensates should be able to supply the local 
market for another 12 years. 





AGRICULTURE 


Agriculture, including forestry and fishing, is the most important sector of 
the economy in terms of employment (46 percent) and has enormous potential 
for future growth. From 1970 to 1982, this sector's growth rate averaged 
approximately 4.0 percent, ahead of the population growth rate of 2.8 
percent and better than other sectors of the economy. Bolivia is basically 
self sufficient in food production with the notable exception of wheat 
production which meets only about 20 percent of domestic requirements. 
Bolivia also must import about 25 percent of its milk requirements and about 
10 percent of edible oils. In 1983 severe drought in the Altiplano and 
extensive flooding in the eastern lowlands caused a drop in total 
agricultural production of 27.6 percent. Among the worst casualties were 
potatoes, production of which fell by 65 percent to 316,000 metric tons. 
Rice production fell by 29 percent, requiring imports of 70,000 tons, and 
soybean production decreased by 40 percent. 


The year 1984 was one of recovery, recording a growth of 12.3 percent in 
agricultural output. This recovery featured sizeable gains in the 
production of rice, potatoes, corn and wheat. Nevertheless, overall 
agricultural production remains 11 percent below the level reached in 1980. 
Thus, several areas of shortage remain. The deficit in potatoes is still 
approximately 500,000 metric tons. Production of cotton, which was an 
export crop until 1980, was only 5.2 percent of the peak production of 1978 
and now supplies little more than ten percent of the national textile 
industry requirements. 


As mentioned previously, Bolivia's non-traditional exports, which are mostly 
agricultural products, have suffered a steep decline in recent years, 
largely because of the overvalued peso. However, these exports increased by 
14.2 percent in 1984. Included in this category are sugar and lumber 
exports, valued at $16.2 million and $12.0 million respectively, which 
recovered somewhat in 1984, registering gains of 31.7 percent and 53.8 
percent. However, coffee exports dropped again by 43.4 percent to only $7.3 
million, 35 percent of the value of coffee exports in 1980. It should be 
remembered that official production and export figures do not tell the whole 
story as substantial amounts of contraband agricultural products are being 
shipped to neighboring countries. It is clear, however, that, for 
agriculture to reach its full potential to meet Bolivia's internal 
requirements as well as to achieve substantial earnings of foreign exchange 
through exported surpluses, a rational exchange policy must be implemented 
which would correct the problem of chronic overvaluation of the peso. 


INDUSTRY 


Manufacturing in Bolivia is heavily oriented toward import substitution. 
With the exception of smelting, sugar refining, and saw milling, Bolivian 
manufacturing is geared almost entirely to the internal market. Only four 
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percent of Bolivia's exports are finished manufactured goods. The rest 
consist of primary products and semi-processed raw materials such as metal 
alloys or concentrates. About one third of industrial value added is 
produced by smelting and petroleum refining. Light consumer products such 
as processed foods, beverages, shoes, and textiles account for most of the 
remainder. 


Although more than 60 percent of total industrial investment is in the 
private sector, the Bolivian Development Corporation (CBF), a state holding 
company for industrial enterprises, expanded its operations during the 
1970's and now includes manufacturing plants in such areas as sugar 
refining, milk processing, chocolate, cooking oil, and construction 
materials. The regional departments also operate several manufacturing 
enterprises including textiles in Santa Cruz, cement in Cochabamba, and 
cement, paper, and glass in Tarija. 


Manufacturing employs approximately 155,000 workers, nine percent of the 
labor force. Approximately 75 percent work in small workshops with most of 
the remainder in small and medium-size enterprises. 


Because of heavy reliance on imported components and raw materials, 
Bolivia's manufacturers have been hard hit by the shortage of foreign 
exchange and during the past year have had to purchase most of their dollars 
on the parallel market at three to seven times the official rate. Strikes 
have also hurt industrial production with 99 days lost in 1982, 29 days in 
1983, and 52 days in 1984 according to Ministry of Labor statistics (1). 
Already this year there have been 16 days of general strikes. Although 


increasing at an annual rate of four percent during the seventies, as a 
result of these problems manufacturing production has declined in each of 
the past 4 years, including a major drop last year of 15 percent, and few 
firms now operate at above 50 percent of capacity. Thus, the manufacturing 
sector's share of GDP has shrunk from 14.7 percent in 1980 to only 11.9 
percent in 1984. The only new industries of any importance in recent years 
have been the aforementioned glass, paper, and cement factories opened in 
Tarija in 1983 and 1984, and in the private sector a factory producing 
footwear began operations just over 2 years ago. As a result of recent 
government efforts to increase profit tax revenues by assuming an arbitrary 
profit figure of 30 percent of sales, substantial increases in bank loan 
rates, continued problems of strikes and foreign exchange availability, and 
recent wage increases decreed by the Government, many firms are not current 
in their wage payments. During the past six months 14 firms have, at least 
temporarily, ceased production, but only 155 workers have been laid off as a 
result of these shutdowns. The prospects for a renewal of growth during the 
remainder of 1985, thus, do not appear to be bright. 


(1) Although some of these strikes affected the entire industrial sector, 
others involved no more than one factory. 





BANKING 


During recent years, government regulations have kept rates of interest on 
loans far below the rate of inflation. This has resulted in distortion in 
the allocation of funds, and borrowing to speculate in the parallel exchange 
market has been prevalent. Although there are no ceilings on deposit rates, 
the effect of controls on lending rates and high reserve requirements 
controlled by the Central Bank has been to depress interest earnings by 
depositors and discourage savings. The result has been a significant 
shrinkage of the resources available to banks. Even when converted at the 
official rate of exchange, the dollar equivalent value of bank liabilities 
declined by nearly 50 percent between June 1982 and March 1984. As of the 
end of March, 1985 the dollar equivalent value of total bank liabilities was 
$45 million at the official rate of exchange and only $16 million at the 
parallel rate. 


Trends in credits in Bolivia are dominated by the activities of the Central 
Bank and the public sector. During the past three years, the Central Bank 
has been responsible for about 75 percent of total credit expansion and the 
public sector has absorbed nearly 70 percent of recent lending. Thus, more 
than 60 percent of the Central Bank's domestic assets consist of claims on 
the public sector. In constant pesos lending to the public sector has been 
about 40 percent above the level in 1979. 


In contrast to the public sector, private borrowers have fared very badly. 
Total loans outstanding to the private sector in constant pesos fell 53 
percent between December 1979 and December 1983. 


Legislation in 1984 affecting the banking sector has not favored the private 
banks. In September, 1984 the Government issued a decree which established 
a 100 percent reserve requirement for demand deposits in the private banks. 
The same decree raised the minimum capital requirements for domestic 
commercial banks and foreign banks to 12 billion and 18 billion pesos 
respectively. Foreign banks were required to increase their capital by 
depositing dollars with the Central Bank at the official rate of exchange. 
Since this would have required new investment of several million dollars, 
the foreign banks did not comply. Even though the decree was never 
enforced, the shrinking economy and general unprofitability of business 
operations forced two of the three U.S. banks to discontinue normal banking 
operations in Bolivia. 


In February of this year, the Government took a positive step toward 
restoring incentives for savings by establishing a minimum savings deposit 
interest rate of 20 percent per month (annual rate of 792 percent vs 140 
percent existing rate for time deposits) and lifting ceilings on lending 
rates. This has already had a salutory effect on deposits, while credit 
demand has not been affected adversely. Thus, the banking sector, which at 
the beginning of this year was attempting to weather an extremely difficult 
financial situation, is now recuperating, and prospects should continue to 
be good as long as controls are not re-imposed on lending rates. 





LABOR 


Because of the downward trend in the economy, the rate of unemployment has 
been inching upward and, according to the National Statistics Institute, 
reached 14.2 percent in 1984. The rate of underemployment is probably 
double that of the official unemployment figure. The local laws favoring 
labor stability make it difficult to discharge employees and, thus, even 
after three years of declining GDP, the rise in unemploymenc has not been 
dramatic. Moreover, the demand for skilled labor in many areas still 
exceeds supply since the local education system is not oriented toward trade 
schools and most skills are learned via on-the-job training. While 
employment in manufacturing and construction has been declining over the 
past 10 years, employment in public administration has increased at an 
annual rate of 5.8 percent and now accounts for over 12 percent of the labor 
force. 


The labor scene is dominated by the powerful Bolivian Workers' Central 
(COB). Unlike most Latin American labor confederations, the COB is 
multi-party, containing most political factions ranging from the extreme 
left to apolitical. The COB played an influential role in bringing back 
constitutional government in 1982 using a variety of pressure tactics 
ranging from strikes and mass demonstrations to political negotiations. The 
Siles Government, in turn, has implemented policies generally considered to 
be favorable to labor. Nevertheless, since May of 1983, the COB has 
generally acted as an adversary of the Siles Government and the numerous 
strikes, plant occupations, and takeovers, which have adversely affected 
productivity and investment, have tended to discredit union leadership. 


Despite enormous wage increases, which have increased the minimum wage by 
655 percent in November 1984, real wages have continued to decline through 
early 1985 by an estimated 20 percent. The COB continues to demand a wage 
system which is indexed to inflation, and this may well prove to be 
successful in the coming months. 


IMPLICATIONS FOR U.S. TRADE 


Bolivia has experienced a declining trend in export earnings, which should 
not exceed $800 million in 1985. At the same time, increasing demands on 
foreign exchange reserves for debt service will probably require payments in 
1985 in excess of the $357 million actually paid last year (and still leave 
arrearages in excess of $800 million). Thus, it would appear that Bolivia 
would have little more than $400 million available for imports this year. 
However, as mentioned previously, the so-called underground economy is 
becoming increasingly important with a substantial amount of foreign trade 
carried out via contraband. The most important source of unofficial dollars 
is from the production of coca which provides hundreds of millions of 
dollars to cocaine traffickers. Athough much of this income is deposited 
directly in foreign banks, we can assume that from 10 to 20 percent of this 
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income reaches the parallel exchange market. The impact of this trade is 
most noticeable in the regional capital of Santa Cruz where prices for 
consumer goods are commonly quoted in dollars and the people are accustomed 
to carry both dollars and pesos in their purses. Thus, the parallel dollar 
market is able to provide most of the foreign exchange required by private 
importers. 


Traditionally, the two most important import categories in Bolivia have been 
oil field equipment and mining machinery. Since new exploration and 
investment in these industries have been minimal during the past several 
years, imports of such equipment have declined. Nevertheless, imports of 
capital goods are facilitated under Bolivian trade regulations and a 
sizeable market continues to exist in oi] field equipment and mining 
machinery. The Inter-American Bank (IDB) is planning to finance projects 
valued at over $100 million in both sectors. 


As previously indicated, agriculture is a sector with real growth potential 
in Bolivia. Accordingly, there is a substantial and growing market for 
fertilizers, agricultural chemicals in general, and for various kinds of 
agricultural machinery including equipment for the poultry and dairy 
industries. Notwithstanding the drop in cotton production, two new cotton 
textile fabric mills, are planned for the Santa Cruz area. Initially, there 
will be a requirement for machinery for the new mills, and subsequently 
additional cotton will have to be imported for at least several years until 
local production is expanded again. U.S. suppliers also will be able to 
take advantage of a PL 480, Title I program which will provide Bolivia with 
64,000 metric tons of wheat valued at approximately $10 million. 


Notwithstanding the fact that the use of computers is still in the initial 
stages, Bolivia is catching up and imports of computers, a field in which 
U.S. suppliers are especially competitive, are growing rapidly. 


In the absence of a well developed highway system throughout the country, 
the most important means of transport is by air. Local companies are 
constantly in need of new aircraft, engines, and parts, and imports of these 
items are increasing. 


Two other areas of particular importance and growing demand for imports are 
in electric power generating and distribution equipment and 
telecommunications equipment (see below). 


The following is a listing of important projects for the future which may 
offer opportunities to U.S. suppliers and contractors if and when they are 
undertaken. Given the funding constraints facing Bolivia, the projects 
which will be financed by international banking institutions such as the 
IDB, should be of greatest interest: 
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Rural Electrification: Electrification of Bolivia's central, eastern and 
western regions, which will provide electricity to rural areas, is 

underway. The regions will be linked by interconnection systems. The third 
phase of this project is estimated to cost US$ 80 million, and lacks 
financing. 


San Roque Gas Field Development: This involves the development of YPFB's 
gas field located in Tarija. This field will have an estimated production 
of 200 tons of LPG and 5,000 barrels of condensate per day. The project 
value is estimated to cost US$ 80 million. IDB will provide the financing 
by the end of 1985. : 


Lithium/Potassium Project: In February 1985 a state agency called the 
Industrial Complex of the Evaporitic Resources of the Salar de Uyuni 
(CIRESU) was created to oversee the exploitation of the brines and salts of 
the largest salt flat of the Central Andes salt basins. The Salar de Uyuni 
is a smooth flat salt basin covering an area of 9,000 square kilometers with 
resources calculated at 5 to 9 million metric tons of lithium content, 110 
to 120 million metric tons of K20, and 3.2 to 6.0 million metric tons of 
boron content. Bolivia's lithium resources at Uyuni have doubled the known 
world lithium reserves. A complete feasibility study has not been 
accomplished as yet, and CIRESU will be calling for bids in mid 1985. The 
cost of the project is estimated at US$ 200 to 220 million. The project 
lacks financing. 


Telecommunications: This project involves implementation of the extension 
of the rural telecommunications net and the DOMSAT (Domestic Satellite 
Communications) project. The total cost is estimated at approximately US$ 
78 million. Although the Government has declared this project to be of 
national interest, it lacks financing. 


Mutun Iron Ore/Steei Project: This project calls for a 100,000 MT per year 
iron flats and iron sponge rolling mill to be located in the Santa Cruz 
area. Approximately 50 percent of the production will be for export. The 
plant will use the “direct reduction with natural gas process". Approximate 
cost of the plant will be US$ 200 million. The project presently lacks 
financing. 


Santa Cruz - Sao Paulo Gas Pipeline: The engineering study for this project 
was completed in August 1982. The World Bank is presently considering 
financing of the project. The project value is estimated at approximately 
US$ 1.8 billion but could be much higher if construction does not start soon. 


COMIBOL Rehabilitation Project: This project involves the purchase of new 
equipment for the 14 mining centers of COMIBOL and includes social proje_ts 
such as hospital construction, housing, etc. The project value is US$ 500 
million. Project lacks financing. 
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Gold Project: The GOB will carry out this project through COMIBOL. The 
objective is to mine 10 MT of gold per year. Exploration and exploitation 
(placer) equipment will be purchased. An investment of about US$ 100 
million is expected. Project lacks financing. 


The Yacuses Cement Plant: It is estimated that the Yacuses Cement Plant 
located in Santa Cruz will cost US$ 105 million and will have an initial 
production capacity of 150,000 MT per year. A final decision by the IDB on 
financing, as well as the date for the call for bids, is yet to be 
determined. 


Rio Grande and Rosita Irrigation Project: The feasibility study for this 
project was completed by the U.S. firm, Overseas Bechtel Inc., in March 
1982. The project is located in Santa Cruz. The value of the project is 
about US$ 400 million, however, the project presently lacks financing. 


Sevaruyo Cement Plant: This is a turnkey project for a 200,000 metric tons 
per year cement plant. One hundred percent financing is a requirement, 
although the project office is willing to discuss alternatives. These may 
include but are not limited to the following: (a) local contribution of 20 
percent of the project's total value and (b) joint venture operation. Total 
cost of the project is estimated to be US$ 80 million. 


























